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1. s have no reason to selisve that the stability of the Chinese
coﬁn\miat regims has °:een threatened by its participation in the Korean
conflict. No reliable ovidence indiocates significent dissension among
the important Chinese Communist leaders. Diutfoctiou has been inoreasing
among som® youﬁvor the Chinsse people, and the burdens of war probably
have contributed to this increase, but tho regime ‘by a skilful combination
of ooaréioﬁ and persuasion has shown itself oapnbio of maintaining active

supoort of important select groups, proventing disoontent from oryétalliziug

into active opposition, and maintaining 8 visble authority.

PR 1

Review of this document by CIA has X‘\
tetermined that '
X ©IA bas no chicction o declass
[0 It contains infermaiien of CIA
ipierest thzt must remdin
classifisd at T8 S

25X1

State Dept. declassification & release instructions on file

——

Approved For Release 2005/04/26 : CIA-RDP79R01012A000800050009-8



Approved F@elease 2005/04/26 : CIA-RDP79R0101‘2}\000800050009-8

TOP SECREi'

l2o Suoh evidence as we have does not yatklndldate that the
koreav confliet, by itself, has seriously affected the Chinese
communist economy. However, it probably has already hindered
ard delayed the program ofvooohomio éxpannion ard development
thét the Communist leaders had intendndbto éursuco It is also
probable thnﬁdfectori arising from the contlict will make the
maintenance of economic stability inoreasingly costly and may

eventually threaten that stability.
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6. Should Chiness operations in Korea continue indefinitely et present
levels, a number of serious streins might sventually be expected
including: |

8) The maintenance withinm China of inorzssingly larger policing
and tax colleoting organizations whoss operations probably would arouse
greater popular hostility;

b) the lessening of Chinese Com-unist prestige and mansuvorability
both et home and abroad due to the regime®s failure in part becauss of
6hortagel of trained manpower ani economic resources, to carry out its
programs of socisl change and sconcmio reconstruotion; and o) the inorease
in Chincse Commmist pressure upon the USSR tc support & more \deouin

resolution of the Korean confliot. °
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3. The decline of spontuneous popuigr support and the appﬁrént
neoossityyto impose great .r restrictions and demends upon tho hume front
have resulted in the regime®s speeding up its ef to consolidate further
its control of the country. Terroristic meusures to suppress "oounter-
revoluticnary sotivity" hnvo bsen reinforoed by positive stéps tobltrangthln~
the pﬁblio sesurity systems, to centrtlizo and oxpand nilitia units, to
incrsase mombornhip in Comnunist directed “people’s orgenizations”, nnd %o
de:troy the conventional organization of Chinese scoiety. The regime has also
besu required to build up large military forcei within China to maintain
order until such time as & walleofganized lockrity police and other soccial
control agoneiaa have boen developed, Thile those measures hive been
successful in chesking tha devolopment of poteﬁtially hostile elements into
gffentive oppositiono they appear to havo been car;ied out at the expense
of jeopardirzing the full=hearted aupport of certain popular elements whose
preatige, treining, and techniocal akilln the regima has regarded as oseentianl
%o the rurtherancé of longer range pgliticalband economic plamning. At the
gane time the cost of maintaining domostio controls and supzorting foreign

operations will probably force the copmunista to impose greater tax dems

upon the manpower and economic resourcss or rural aress with a resulting

increase in_populur discontent, while requiring. the Comnunists to moderate

their long term revolutionary social und economic programs. In torma of ths
future atability .of the regime the consequences of such developments could

fer outshadow the current offects of the Korean war upon Comnunist chinl.
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IXo ECOYOMIC EFFECTS OF THE KOREA™ WAR

4o Available evidence, while equivocal, suggests that the Xorean
conflict has not yst seriously lfroctod the Chiness Communist eoonomy. In-
flationsry pressures have built up sinee mid-1860, elthough in genersal
domaatioc prices, have risen only slightly, Western trade restrictions sand
ristng' world prices, howaver, have resulted in prodlpitdng price rises for
imported rew materisls and manufwotured products. Foreign trade with the West
during oarly 1951 appsars to have declinecd 'shurply in comparison with 1650, when
China's imports from non-Soviet bloc sources a.nounhd to approximately US $£00
mi.lnon_(prlmruy cotton, rubber, and iron and steel), and exports to the non-
Soviet wcirld amounted to approximately US 8450 milldon (primarily tung oil and
bristles). = Except for shortages of petroloum for oivilian use and shortsges of
certain fairly important specialized industriasl itoms,there is no evidence of
i: vporta.nt industrial shortages in Comnunist China until June 1961 when reports
of toxtile mil)l shutdowns in Canbon and Shanghii were carried in the presse The
Cormunists admit t!;at th:aae shutdowns are related to Western trade reatricticna
as well as to the failuro. of the ootton collestion prognm‘in Chine itself. ‘Actu&l
industrial output figures sre not available beyond January 1951, but anrnounced
industrial output goals for i951 indicate only modest inareases aver 1980, during

which industrial output expanded greatly: Although military 'ruhal traffic must

have interfered to some extent with the distribution of goods in China, there

are no irdications that essential no~<military transportation hu suffered ap-
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preciably since the large initial troop m;vemonts northeastward ir the
summer &nd autumn of 1960« The Korean war Appears to have had 1ittle effect
thus £

ar on the ovor-aI; food situation in China, and present indications
are thut the food orep in 1961, despite the withdrawal of draft amimals apd

mAnpower, may be at least as high as im 1950,
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8, Certain longer ,run‘ problems arising from the Korean war
aro likely to increase the economis difficulties of the governent
cim-ing' ths né#t yoar. ‘hose problems arise from; t) the effeotive
reduotion of sﬁpphea of machinery and raw materiais necessary for industrial
rehebilitation through iestern trads controls, and b) the manpowsr demands
o' the wer itself, not only for combat troops but for supporting military and
eivdlian tmnlport uniteo In timo those fectors are likely to result in a
desline in both urben and rural produotion,, and in the volume of internal
trads, and, as & eonssquenes, in & reduotion in tex revonuss, imder thess
sonditisns the waintenanscs of eaonomio stability probably would dbecoms in=
evoecingly costly, and‘evéntually'this stability, so far maintained, might
be seriouzly Jeopeardized. In any cass, thée§ already appoar to have
‘danpenod the mﬁ cf eé@mmio progress evident in 1960,
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6. Theve is reacon to believe that ths Korean war hu inoreased

Poiping'l ooonouc dependenoc on the USSR. In the first place, even the
A L

matoxfiel demands of the type of militery operytions now dbeing ecarried on

by the Chinese Communists have bcen beyond their means to supply from their
own rescurses. In the ssocnd place, the imoreas 'd East-West tension that

followed the cutbreak of hostilitiss in kores hes resulted in more stringent
Western ¢rade restrietions. How~vor, there has been almost no concrete
ovidonse concerning the esonomierslicions between Communist China and the
Soviet Union singe the outbreak of hostilities.
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12, The greater number of reports, the evidence of piopaganda » and
of official pronouncements, show that during the Korean war there has de-
veloped -0loser ccordination of foreign policy and propaganda, of mil!.‘l';ary
und economic plamning, and of cultural rehti@ between the USSR and l
China. There are no indications that the Chinese leaders have altered
thelr determination to contime the Korean oonflict.

Any gepuine Sino-Soviet friction would doubtless be concealed as
long as possible. No hint of such frictiom oan be found in current Chinese
Communist promouncements on the Korean war. The presént official attitude
is illgstrated' by the following exocerpt from a recent article by Pleng
Chen, a member of the Chinese Commnist Politburo: '

"eessAmorican imperialism is the enemy of the

peoples of China, Korea, and also the biggest and
last enemy in luman history for the laboring peoples
of the world. The struggle carried out by the
Chinese Volunteers and the Korean People's Army
against the American aggression forces is to save
Korea from obliteration and bring about the natiomal
liberation of Korea. It is the struggle of the
Chinese psople to protect their homes and defend the
Bation and protect the fruits of vioctory. It is also
a struggle of the Chinese pecple to halt most offec-
tively imperialistic aggression and defend world
peace and democracy. It is a fight for the Korean
people and Chinese people and also for the entire
peoples of the world. It is a patriotic movement and
8180 & movement of internationalism.”
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13, there may be

dissatisfaction on the part of both Soviets and Chinese with the Sino~Soviet
alliance. Despite the oloseness of the present relhtioulhipo which cen well
have reduced the opportunities for orystallizing such dtuath!’aation; the
Chinese Comaunist position in Korea éuhu a number of oconflicts &n interest.
For purpopos of survivel, the Poiop'.ing regime is probably more oconcerned

with a descisive and immediste resolution of the Korean war than is ths Kremlin.
On the other \hund‘, Soviet dependence on the Chinese Comnunists to spearhead
f.he advanae of Communism in Asia may cost Mosoow in terms of control over

the movement, even in Korea. It is to be noted that the lonz term

potentiniities of these conflicts depend to a great degree on the stressen

within Commnist China by Communist perticipation in the Korean warc
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